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Abstract 

The study examined the extent of relationship existing between environmental cost and profitability of firms 

in the cement companies in Nigeria. The Leverage Cement Plc. was used as a case study. The researcher 

used secondary data collected from the annual report of the company from 2009 to 2018. Data collected 

were analysed using correlation and regression technique. Four variables where used to represent 

profitability. These are; net profit margin, dividend per share, earnings per share, and profit after tax. 

While environmental cost was represented by environmental cost. The study revealed that there is a 

significant positive relationship existing between environmental cost and earnings per share while 

environmental accounting has no significant relationship with net profit margin, dividend per share and 

profit after tax. The management of cement companies are encouraged to develop a well-articulated 

environmental cost system as it has a positive relationship with its profitability.  
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1.0 INTRODUCTION 

Every organization existing in the world affect the environment where it operates, this could be directly or 

indirectly and as such is it required or expected that these entities will put in measures in other to sustain 

the environment in which they exist. Schaltegger (2000), Accounting for environment helps the 

organization to accurately access the cost and benefits of environmental preservation measures of 

companies. Global reporting initiative is an organization set up in 1997 to develop a sustainable reporting 

frame work for businesses. Compliance with this guidelines gives investors’ confidence that they are 
receiving complete information, if companies fail to respond to the public concern of environmental issues 

arising as a result of their operations, they will suffer a damage to their reputation and may even spend more 

through  payment of fine or even negative  reaction from the community in which they operate. This if not 

adequately taken care of will even result interruption of companies operation as evident in the Niger delta 

region in Nigeria. 

 

In Nigeria, the cement industry is not left behind on this matter of environment accounting as they are 

usually located close to areas where there is large deposit of limestone which is their major source of 

material for production, their operations could cause a lot of hazards to the people leaving in the 

environment. These industries are expected to take some measures to sustain the environment for future 

generation, which could take the form of reducing the pollution of the air, developing a sustainable business 
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where by all the resources used by the company are replaced re-cycling of waste materials, protect the 

health of individuals and employees of the company. 

 

Statement of Problem 

In the past even to the present days in Nigeria, there haven’t been any law mandating every companies to 

disclose the environmental cost on the annual report, although the global reporting initiative (GR) was set 

up 1997 to develop a suitable frame work for business.Management of corporate firm do not have or show 

interest in accounting for their environmental cost and even reporting that in their annual reports and 

accounts. The researcher perceives that this could be as a result of mindset picture of the management being 

that environmental cost is a ‘non product output’. The above stated scenario prompted the researcher to 

attempt to investigatethe impact of environmental accounting on firm’s profitability.  
 

Objective of the study 

The broad objective of the research is to investigate the impact of environmental cost on financial 

performance of cement companies in Nigeria.  

The specific objectives are to examine: 

- the impact of environmental cost on net profit margin. 

-  the impact of environmental cost on earnings per share 

- the impact of environmental cost on dividend per share 

-  the impact of environmental cost on profit after tax. 

 

Hypothesis 

Ho1:  There is no significant impact of environmental accounting on                                                                       

Net profit margin. 

Ho2:  There is no significant return on earnings per share. 

Ho3:  There is no significant impact of environmental cost on dividend per share. 

Ho4:  There is no significant impact of environmental Cost on profit after tax. 

 

2.0 LITERATURE REVIEW 

Conceptual framework 

Crowder (2000), describes environmental accounting as an approach to reporting a firms activities which 

focuses the need for the identification of social relevant behaviour, the determination of those to whom the 

company is accountable to for its social performance. Environmental cost and accounting arises as the 

company affect the environments through its operations. Environmentalaccounting most times challenge 

conventional accounting in particular. Global awareness of the stakeholders on corporate environment 

performance has already made traditional reporting redundant (Daniel 2013). Corporate house run into the 

risk of loss of confidence of their stakeholders, if in future, environmental performance information is not 

included in their main stream of reporting (Swift 2001). Environmental accounting which focuses to support 

& facilitate the pursuit of society’s objective is perceived to improve the organizations image as the public 
view the organization’s ,in light of having in mind environmental desirability & sustainability. 
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A successful environmental management system should have a method for accounting for full 

environmental cost and should integrate environmental cost into capital budget, cost allocation, process & 

product design and other forward looking decisions (EPA 1995). In other to make informed 

decisions/choices on their objectives, there should be the flow of information in which, those controlling 

the resources of the firm provide account to society  of their use of those resources and this is a necessary 

information which guides even to the estimation of price on the product. 

 

Theoretical Framework  

Triple Bottom Line 

Ekingteon (1992) propounded the triple bottom line approved which state that corporate leaders should 

tabulate bottom line results not only in economic terms but also with respect to the environment, meaning 

that profit may not be achieved or attainable if the environment in which the business operates is neglected. 

This is in contrast with Adamsmitts “s theory of firm, which stated that firm have only one and only good 

to satisfy the desire of the shareholders by making as much profits as possible. 

 

Eco Centric Theory       

This theory was propounded by pepper (1986),stating that the natural world should be respected for its 

processes and products and that low impact technology and self-reliance is more desirable technological 

control of Nature.  He stressed that business need to produce a balances report that includes reporting the 

impact of business activities on the environment.  This theory was adopted by Ifurueze (2013), in his 

investigation on the relationship between environmental accounting and firm profitability in India.  

 

Stakeholders Theory 

The theory states that all stakeholders must be considered in the decision making process of the 

organization. The theory states that there are 3 reasons why this should happen. 

 It is the morally and ethical way to behave  

 Doing so actually also benefit the shareholders  

 It refracts actually what happens in an organization. 

 

This theory is supported by research from cooper et al (2001) in this study of large firms .According to this 

theory, stakeholder management is not an end in itself but simply seen as a means for improving economic 

performance.  

 

Empirical Review 

Ifurueze A. (2013) examines the impact of environmental cost on corporate performance of 11 randomly 

selected companies in delta state of Nigeria from 2001-2011. He collected secondary from the annual 

reports and accounts of the companies. Multiple regression analysis was explored to test the hypothesis. 

The study revealed that sustainable business practices and corporate financial performance is significantly 

related. 

 

Daniel M. (2013), examines the relationship between environmental accounting and firm profitability. He 

use secondary data collected from the annual reports of selected firms listed in Bombay stock exchange, 
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India in 2007.He concluded that  there isinsignificant relationship between  environment accounting and 

ROCE and EPS and a significant positive relationship between environmental accounting and Net profit 

margin  and divided per share. 

 

Gap in literature  

From the previous works reviewed by the Researcher, Ifurueze A. examines the impact of environmental 

cost on corporate performance in Oil sector by using multiple regression technique to analyse his work. The 

work is intended to study within the scope of cement industry, analysing data using correlation technique. 

 

Daniel M. (2013) examine the relationship between by analysing 11 selected firms listed in Bombey stock 

Exchange India (2007) this work intends to  fill to a geographical gap by the examine  relationship between 

Environmental accounting  and Firms Profitability in Leverage cement Plc. in Nigeria from 2009-2018.   

 

3.0 METHODOLOGY  

Data Description and Variables. 

This research study used annual data from period 2009- 2018 of the selected cement company’s annual 
reports and accounts. The company was selected based on the availability of the annual report& account. 

This company was selected based on the availability of data on the related environmental cost in theirannual 

report and also availability of data of Profit after tax, Earnings perShare, Dividend per share and Net Profit 

Margin. The formula used in arriving at this figures for these variables are: 

 

Table 1: measurement of variables 

VARIABLES FORMULAR 

EPS Profit after tax less preference dividend x 100 

No. of ordinary share ranking for divided 

DPS Gross divided- Preference divided          x   100 

No of ordinary share ranking for divided. 

NPV Net profit x 100 

Turnover    

 

Model Specification  

In other to capture the interrelationship between the variables, data were analyzed using correlation 

analytical technique. Variables analyzed are:

ENVC  = Environmental Cost  

NPM   = NET profit merge 

EPS   = Earnings per share  

DPS    = Divided per share 

PAT   = Profit after tax 

NPM, EPS, DPS and PAT were proxy for firms profitably while related cost on environment presents 

environmental accounting 

 

 

1 

1 

1 
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4.0 EMPIRICAL RESULTS 

Table 2: Correlations Result Of The Relationship Between Variables 

  Dps Eps npm Pat Envc 

Dps Pearson Correlation 1 .801 .654 .790 .765 

Sig. (2-tailed)  .055 .159 .062 .076 

N 6 6 6 6 6 

Eps Pearson Correlation .801 1 .921** .962** .835* 

Sig. (2-tailed) .055  .009 .002 .039 

N 6 6 6 6 6 

Npm Pearson Correlation .654 .921** 1 .959** .560 

Sig. (2-tailed) .159 .009  .002 .248 

N 6 6 6 6 6 

Pat Pearson Correlation .790 .962** .959** 1 .707 

Sig. (2-tailed) .062 .002 .002  .116 

N 6 6 6 6 6 

Envc Pearson Correlation .765 .835* .560 .707 1 

Sig. (2-tailed) .076 .039 .248 .116  

N 6 6 6 6 6 

**. Correlation is significant at the 0.01 level (2-tailed). 
*. Correlation is significant at the 0.05 level (2-tailed). 
 

Table 3: Regression Result of the impact of environmental cost on earnings per share 

Coefficients 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. B Std. Error Beta 

1 (Constant) -10.062 4.867  -2.067 .108 

ea 8.488E-8 .000 .837 3.059 .038 

a. Dependent Variable: eps     

 

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

1 .837a .700 .626 1.94860 

a. Predictors: (Constant), ea  

 

From the result of the correlation analysis above, the correlation coefficient (R) for environmental cost and 

dividend per share is 0.765 or 76.5% indicating that there is strong positive relationship between 
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environmental cost and dividend per share. The regression result shows that environmental cost has no 

significant on dividend per share. Also the correlation coefficient (R) for earnings per share and 

environmental cost is 0.835 or 83.5%, indicating a strong positive relationship existing between earnings 

per share and environmental cost. The significance result of 0.03 means that the correlation is significant at 

0.05 level. Furthermore the Pearson correlation coefficient (R)for the relationship between net profit margin 

and environmental cost is 0.56 or 56%, showing a positive relationship between the net profit margin and 

environmental cost. Finally, the correlation coefficient (R) for profit after tax and environmental cost is 

0.835 or 83.5%, indicating a strong positive relationship existing between profit after tax  and environmental 

cost. Also from the above result the earnings per share has a significant relationship with environmental 

cost, while net profit margin, profit after tax and dividend per share has no significant relationship with 

environmental cost. 

 

5.0 CONCLUSION AND RECOMMENDATIONS 

Since that from the result above we see a strong positive relationship existing between these variables, we 

can conclude that environmental cost is very important for the firms to attain maximum level. This result is 

in agreement with Mogaka & Ambrose (2013). This study encountered some limitations as it was limited 

to only a cement company because that was the only cement company the researcher was able to access the 

annual report .As the firm may consider different elements into environmental cost from year to year. The 

element making up environmental cost may be view differently by another researcher. This could be as a 

result that disclosure of environmental information is voluntary that is there is no specified guideline used 

for measurement and reporting of environmental cost. 

 

The researcher based on this study makes some recommendation as follows: 

 The management of cement companies should in their pursuit to make as much profit as possible 

put up environmental protection policies such as emission treatment, re-cycling of waste material 

etc.to ensure sustainability of the environment in the future, 

 Companies should maintain a well-articulated environmental cost system, as this will help the 

management in determining per unit cost of its products for pricing purposes. 

 Government should make environmental reporting compulsory in the annual report, since most 

organizations hardly report their environmental activities. 

 There should be penalties to be paid by companies that do not comply with these environmental 

laws and in the same vain government agencies should encourage the complying companies inform 

of giving tax credits, and also public recommendation by government. 
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